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1. Japanese kxport Controls Under SCAP

The United States assumed the reduoneibility for a relief and
economic recovery program in Japan following its surrender in 1945,
1t was quickly recognized by SCAP (Supreme Commander of Allied Powers)
and interested sgencies in ¥eshington that trade between Jepan and
Chins {then non-Communist) was esssntinl to the economic welfare of
Japan. By 1949, howevsr. when Japan was again in a position to axport
goods in significent quantity, the Chinese mainland hed come under
Communist control and for security reasons, 1t wes important that
Btrategic goods should not be permitted to flow to that area, The
United States policy, as Aetermined by SCAP in December 1949 and Jagu-
ary 1950, therefore, provided that exports of primary stratesic itens
(then called 14) were to be prohibited to the Soviet Bloc and China,
and shipments of secondary strategic commodities (then cslled 1B) to
these wreas were to be screened and strictly limited.

OUn June 25, 1950, immediately following the nutbreak of the
Korean Wer, exnorts to Communist Chine of 211 goods of a stratesic
nature, were prohibited. This exnended the embergo ¥¢ include all
1B items. Shipments of 1A items to Hong Kong were prohibited (as had
previously been the came), snd exports of 1B items were limited to
requirements for consumption within the Colony. Consumer goods and
other items regzrded =s non-stretegic continued to flow to China and
Hong Vong thersby enabling Japan to procure » moderste quentity of
e88ential foods and industrisl raw materials from china.

On 6 Dacember 1950, with the entry of Chinese Communiste into
the forsan War, the Japanese Government banned exports to China, North
Korea, Hong Kong and Macso of 2ll raw materials and semi.-prccessed and
manufactured goods which were previously subject to export license.
During December 1950 and January 1951, Japanese export controls were
further tightened by enlurging the Japznese Bxport List of isems bonned
to China and by requiring Essential Supply Certificates from Hong Kong
for any controlled items to be shipped to that erea, verifying that
they wers for esseniial use in Hong Kong and not for transshipmnent to
other arsas, Goods landed in Japan for transshipments were slga made
subject to export licensing,
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Since Jenuary 1951 the list of commedities subject to Jspanese
licensing controls has been incressed sevaral times r~nd now includes
virtusily t11 commodities except the following: foodstuffs (other
than stzples), rew silk, silk fsbries, woolen fabrics, bicycles,
household~type sewing machines, watercreft under 18 feet, hand-powered
agriculturel machinery, heznd-operested office machinery, household
utensils  toys, stationery supslies, cignrette peper and Japanese
handn=e pspsr, som= cellophone products, household remedies, and
miscellzneous udornments for persnnal use, All trede between Javan
and Coamunisst Chins wze conducted on & barter basis for which SCAP
spprov:=l was required,

1y March 1951, the generzl guestion o1 sapan's export Controls
was reviewed by telegrams between SCAP and the Departments of State,
“rezsury end Army. It wes decided that becsuse of the prospective
peace settlement it would be politically undesireble to compel Japan
to impcss more restrictive export controls than those in force at
that time unless additional measures were recommended by the United
Nations or edopted by other major fres countries,

Since this exchange of views, the United liations hss passed a
resolution caelling for its members to prohidbit trede with China in
certair categories of goods. In addition, the United Kingdom, Hong
Kong, =nd countries of Western Jurope have substantially increased
their coatrols over trasde with China, but they are 8till less re-
strictive than those of Japan. (See Attachment 1).

1I. Post-Peace Ureaty Development

Tave

SCAP control wes relinguished in April 1952. By that time the
pressure of the Japanese business community strongly favored the re-
laxation of controls on trade with China. The United States' view
wes th:t the meintencnce of strong security controls by Japan would
be more likely if Janan were anssocirted with other free natione in
the control effort., To this end a US exploretory technicsl mission
visited Jepen for discussions necessary to assure continuity of Japa-~
nese export controls following the Peace Treaty.

At the seme time discussions were being held by the UK, French,
and US delerrtes to COCOM as to (1) whether to brinz up before that
body the matter of Japsnese membership in COCOM which thes Japanese
had indiccted as desirable; or (2) whether a special Pacific area
group ! including Tapan) designated to handle Far Eastern trade nrob-
lems orly, might not be more effective. The Japanesse, although
vreferring COCOM membership, wers agreecble to the second proposal
providinz the group be designested as n COCOM sub-committee sitting
in Paris

K
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For a thorough and detailed diecussion on this subject, a
conference which included repressntatives from the US, Canada, France,
Japen, and the United Kingdom was held in Washington on 28 July 1952
to consider means of achieving the closest cooperation on export con-
trol policy emongz the principsl countries concerned with Far F=sst
trade., Prior to thet meeting, the position of the U.S, Government
with respect to the multilateral economic security program in the Far
East was set forth by the Steering Group of the Tconomic Defense Ad-
visory Committee nnd sent to the verious members of the conference
for consideration and comment, =8 follows:

1. There would be z Far Zast Consultative Group (F:-CG)
parallel to the existing Consultstive Group which would be re-
designated the Huropean CG (E-CG), with representation on the
ministerial level. There would be = Fer East Coordinating Com-
mittee (¥E-COCOM) on a level sguivalent to the existing COCOM
which would be redesignated the Zuropean COCOM {E-COCOM).

Bath the FE-CG and FE-COCOM would include countries having

an important interest in Far Eastern economic security problems
and would be represented in the FE-COCOM by officlials having
special compstence in Fer .astern matters.

2. Membershin of the FE-CG would include the countries
which heve an important intereet in Far Zast economic security
problems z2nd should include gt least Japan, the United Jtatea,
the United Kingdom, Canade and France. Invitations should be
extended to potential members as soon a8 agrsement had been
reached zt the Five Power Meeting.

3. The FE-CG would have the jurisdiction on a policy
level over economic security problems having an important Far
Ezstern aspect, The FE-COCOM would operate on a working level
within the framework of policy decisions made by the FE-CG
or directives provided by that group. It would be res-onsible
for working out in Aetail the economic security meesures to he
zpplied by its membership in Fer Eestern trade.

1t wes proposed thzt in order for the organlgation to function
most effectively there would heve to be a general onerating arrsngement
for assuring coordinction of decisions and thet any decisions reached
nnanimously in either Committee (FE or E) would immedintely be put
into affect. The US further proposed that one of the firet tasks with
which the ¥ar Zast COCOM should deal would be & critical review of the
control 1iste for all FE-COCOM countries ani of E-COCOM with a view
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of developing a list which best meets the problem of restriciing
Chinese military activity and wer potentinl.

The reactions of the visiting members of the Five Power Conference
to the United States' position were varied znd the following replies
were received befors the opening of the Conference:

1. The British felt that since Japan had requested admission
to COCOM and was to be a member of the free world, membership in
that organizetion should be granted.

2. Canada'’s reaction to the establishment of a sepsarste
¥Frr Enst policy group and operating committee was thet such separation
wes of doubtful velue, possibly involving Aduplication of facilities
in the existing CG-COCOM, The geographic division of the admini-
stration of security export controls was viewed by Canada as es-
sentially indivisible, irrespective of areas invelved.

3. French views of the US position were equally negative.
They felt thet e special FE group would have serious political
a8pects which they considered adverse since such a group was unlikely
to include mejor FE snd Southeastern Asisn countries such as India,
Pekistan, Burma, Ceylon and perhsps Sium. The group would in that
case apnear to be a white man's organization with only & slight
color tint from Jannn and with the inevitable strsine and misunder-
stending as to western powers' intentions in the Far BEast. The
official French position, therefore, was firm and definitely adverse
to the establishment of a special Far Last Group.

%. Jepan preferred to join the existing Paris orgaznizetion in
order to "identify the Japsnese Government with sn established
control structure, thus avoiding locel politicel criticism that a
special body was created to solidify the present level of Japenese
Controla",

When the conference convened in July 1952, discusesion wes confined
to the organizational question of whether %o place Japan in the existing
Parie group or a new Far Zast group. US and UK/Fremch views were fully
discussed. By 2 Auguet a compromise wss effected and it was agreed by
megbers of the conference thet Japan should be invited to join the existing
CG and the COCUM. 1t was further ogreed that a permanent working group
termed the "China Committee" should be set up by COCOM to assume the re-
sponsibility for the development of the detailed aspects of the sscurity

- & -
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export control policy relating to China as laid down by the UG and

for putting such policy into effect. The type of problem to be handled
by vhe Chinz Committee would include such subjects as suitable for con-
sideration in the eecurity export control context as: (1) lists of

items denied to Chinez alone; snd (2) shipping and transshipment questions
relating to China trade within the export control framework. Tho in-
tention would be to deal speadily snd efficiently with problems relsting
to China a2nd to confine the need for considerstion by COCOM to problems
which invelve both the Xuropean Satellites snd China.

FPermanent membership of the Chine Committee would consist of those
countries heving a substantial interest in trade with Chine, with other
countries participating in deliberstions and decisions of the Commitiee
with respect to any issue in which they have a legitimezte interest,
This propoBal was acceptzble to sll members snd =z cable to thst effect
wes sent to COCOM member-countries on 2 August,

Uponr arrivel for the conference the Japanese had essumed that the
level of Jevanese sxvort controls would be Aiscussed, They were informed
that this was not # proper subject for discussion and immedistaly re-
quested bilsteral telks on that subject following tha conference. During
these telks, Japen wcs urged to maintain its present contrels which were
substantisrlly more restrictive than the present multilaterel COCOM
consrole regarding China trade. It was pointed out that e significant
relaxation of Japenese export controls in respect to China would pre-
sent & zrave problem for the US. The specific agreements resulting
from these bilateral discussions ere summarized es follows:

1. All commodities on any Internationel Control IList shall
be embzrgoed.

2. Commodities included in any US Security List (including
Battle Act Lists) but not on International Liste continue to be
emburgoed. (In reference to the above two parsgraphs, Jepen will
continue to embargo all items on these lists, at least os long s8
there is Communist aggression in the Far Eaet.)

3. Commodities on the list attached to the Japanese Export

frade Control Order, but not on the above lists shall be con-
trolled in one of the following ways:

a, ltems reedily determinable a8 of strategic signifi-
cance to China will be embergoed. This list will be con-

posed of items being considered in COCOM for embargo to
China which are ncot on any control list but which the
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two governnments of the US and Japan may egree should be
smbargoed to China. Where proposed shipments of any such
items would involve their exchenge for items of character
eniquentity of such importance to the basic economy of
Jepan as to clearly represent a favorable exchange, such
transactions would be the subject of bilateral discussion
by Japan and the US prior to any definitive action by the
Japanese Government .

b. Items suspacted to be of strstegic imvortance to
China or concerning which there is uncertainty &s to the
Btrategic lapsriance ;s thet country will be licensed to
Chine only upon review of individuel transactions by the
Japenase government and under strict guantitative control,

or where goode received in exchange c¢lsarly would contri-
bute to the basic economy of Japan or to the defenae pro-
duction of the free world. The US and Japanese Governments
will exchange information pericdically as to the shipment
of these items to Communist China.

c. Isems which are determined to be of limited. if any,
strategic importence to China will be licensed for export
to China by Japan within ressonable quantities 2o as to
exclude thelr use by Communiet China for conversion to
direct or indirect militery support usea, A periocdic ex-
chaenge of information on shipment of these goods to China
will be sffected.

After lengthy discussion, the following general understanding
betwesn the US and Japan concerning the control of esxvorte to Communist
China were finally set forth:

1. It is recognized by both parties that determinations of
sivategle significance involve constant review of commodities in
thair relationship to specificarsas under varying conditions. It
is understood thet neither the US Security Lists nor ths International
Control Lists as approved or under considerction reflect & detailed
technicel znalysis of the strategic worth of goods as they apply to
Communist China, such lists having been developed orimerily sgeinst
ihy =vanomies of East European countries which are not in open con~
flict with free world military forces,

- -
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2., Commodities not now covered by US Lists or by any Inter-
nztional Control List will be reviewed to determine, at the earliest
possible date, the strategic significance of the verious items to
Communist China, International (multilsterel) considerstion in-
volving 211 countries with substantiesl Far FEastern interests will
be begun in order to arrive st determinstions with resnect to the
strategic importence of commoditiee to Commmnist China.

3. /e a preliminery step and to meet the immediate problem
fuacing Japan, the Japrnese Government will examine Jjointly with the
US these residual iteme in order to make & tentstive escimate of
sheir strategic importence to China. (‘The firs: tangible result
of discussions under agreement 3(b), wae the US agreement for Japen
to ease controls on wool knlt goods, textile machinery, dyestuff
and paper to the extent thatv items in those categories are not on
sacurity lists.)

4. 1t ie understood that the Japenese Government will con-
tinue to embargo to Communist China all items on International
Liats and any US Security Control Lists al least as lonz as there
iz Communiet aggression in the Far East.

5. Taklng into account eny relevrnnt discussions in the China
Committee (CHINCOM) with respect to the list of items which should
be controlled to China alone, the US and Japan, upon reguest of
either government, will review the items described in sgreements
3 (a), (b), or (c) in order to arrive at definitive determinations.
In no event will Japan be regquired to tske the amction referred to
in sgreements 3 (b) or (¢} in cessea where COCOM has made different
determinatione from these tentatively agreed upon as stated in
those paregraphs,

6. PFor action under zgreement 3 (a) the initial list will
be composed of the items being considered in COCOM for embargo to
China which ere not on the Intarnetional Control Lists or the US
Security I.ist and such items as the two governments agsree should
be embargoed on the besis of a review of uncovered commodity sreas
to be undertsken by technicians of the two governmsnts.

Commodities on the Japanese Control List which will not
have been covered by the US Security Lists, the Internstional Lists
or a8 indicated in the preceding paragraph, will be reviewed by
the Javanese Government and recommendations meds 28 to the control
of such items under agreements 3 (b) and (¢). These recommendstions
will be discussed by the two governments, During the period of
expminetion end discussion the Japanese will treat all these commodities
under the nrovisions of 3 (b).
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The U.S5. Department of Commerce, in accordance with
sgreement 3 (a), preparsd a tentative list of 400 commodities
of strategic significance %o China for embargo by Japan, This
list was subject to reviaw by the Jepeneee Government and US
agencies prior to Jjoint pgreement on ite final content. “xcept
for finally egreed commodities on this list and those om US
Security ILists, the Japenese Government may exercise zdministrative
discretion in exports to Communist China subject only to gquanti-
tative limitation and inferming the US of ite action.

When this understanding wes established between the two governments,
a secret sgreement wes initialled by Japsn and the US on 5 Jeptember 1952
under which Japen was coumitted to embargo:

&, 31 70009 enumerated in any Internetional Control Lists,

2, All items on US Security Liste which are not on Inter-
national Control Lists.

3, A list of amdditional items to be mutumally sgrsed upon by
the US and Japan.

This leeves a considerable number of items which Jeapan can transfer
from the Jepanese list of embergoed items to the list of iteme which can
be exporied only with the permission of the Japsnese Government in ex-
change for items essentiel to Japanese economy. Thesa are items remaining
after careful screening to insure as far as possible the inclusion on
control lists of sny items which could contribute to the military potential
of Communist Chinsa. Under this hilateral sgreement sipned by the two
governments, Jopanese export controle of trade with Communist China remain
more strict thaen those of any other nation except the US, Nationelist
Whdne, Lauada, Uovth Cored, aldiviines ant Imnddochiinn

The Japaness Government revortedly has no intention of modifying
controls until the list of commodities to be embergoed is finalized.
It is expected that this will teke place after Japan has been seated in
COCOM for e period of = few months. In the meantime, however, Japanese
reacticn to the 1list of epproximately 400 commoditiss for embergo to
Chine indicated that only sbout {27 of these items were questioned. The
acceptance of ehout 63% of the 1list, including most of the mzjor items,
was most gratifying. <fhe questioned items fall into two groups: (1)
Those products, such as textiles, which are now not under export control
and were not subject to control at the nlose of SCAP*s gdministration.
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The Jepenese Government does not want to increase the extent of its
bresent exvort restrictions and slso cleimed that of these items, any

"war material” and "ingredients for their menufacture" are subject to

MITI (Ministry of International Trade =nd Industry) license controls,
There is, hovwever, no specific list of items end the embargo =nd the
definitions of war material and ingredients are matters of administrative
determination. (2) The other proup of commodities to which the Japsnese
object are thoses which they claim have little or no strategic velue end
which are all freely imported from other countries by Hong Xcng and re-
exported to China., It is believed that the Jepenees are meking a sincere
attempt to cooperste with the United States with respect to the 400 item
1ist but there are some items among them which the Japenese sres convinced
are not so highly strategic as to warrant spscific control under agreement
3(2). Thie 1list is still under revision with the United Stetes attemting
to meet the Tapanese position to the extent warranted by our international
security control policies,
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ATTACHMERT 1

CONTROLS TOWsRL CHINA (JAWUARY 1953)

Commodity Lists LOCLi4 JurAN Us
Internpational iMunitione Lists Embargo Embergo Embargo
" List I (I/L 1) " . »
n " i1 (IfL 11) n . .
" * 11l I/L I111) b " #
UX Supplementary List 1 Selective
Smbargo ® ' "
US Lists
,Atomic inergy Commission List Embargo . "
US I (identical with I/L I) " " "
S 1A (24 items, some of which
are on 1/L II or I/L 111)| Selective
Embsrgo " "
S II (I/L 1I, excevting those
alrerdy on 14) " "
US I1I3B( " 2/ "
UsS 1C 2/
Short Supply Items on the
US Positive List " 3/ " "
US Non-Positive List Items " 3/ Quantitative "
wiradrel &)

1/ The UK Supolementary List includes approximately 36 broad categories, of
which only about 12 iteme have been accepted by CoCom for embzrgo to thina
at the present time, This liet ie supilementary to Internmtional Lists
I, II and 111 and is embargoed by the UK., It is now being considered for
embargo by all CoCom countries.

2/ Some US 1IB and US IC iteme fall on I/L III in which case they are embargoed.
Likewise if they fall within the items of the UK Supnlementary List agreed
to by CoCom, they are embargoed.

3/ CoCom PC's may embargo certain of thess items unilaterally.
&/ About 400 commodities, including certain additional items (both raw materials
and menufactures)} which fell under such ecstegories as. rubber, pharmacsuticals,

metels, textiles. machinsry, transportation equipment, sclentific instruments,
industrial chemicals, photographic goods, stc.

Approved For Release 2002/05#@2« {CIA-RDP62-00647A000200110006-3



